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The possible implementation of the North American Free Trade Agreement (NAFTA) has increased
pressure for the Clinton administration to immediately remove Mexico from the list of countries
eligible to ship products to the US duty free under the Generalized System of Preferences (GSP).
The US created the GSP program to help developing nations earn export revenue by shipping
certain manufactured products to the US without paying import tariffs. Mexico is scheduled to be
phased out of the program once NAFTA is implemented. According to El Financiero International
weekly business newspaper, debate over Mexican eligibility for the GSP program emerged during
discussions on whether the GSP program itself should be continued. A spokesperson at the Office
of the US Trade Representative (USTR) reported that the USTR has submitted draft legislation
to Congress seeking continuation of the program for another 15 months. Even though chances
appear good that the GSP program will be renewed, the Clinton administration is facing strong
pressure to remove Mexico from any version of GSP passed by Congress. However, some members
of the Mexican business community are concerned that if Mexico is removed from the GSP before
NAFTA is implemented, the tariffs applied in the interim on previously exempt items will reduce
their ability to compete in the US market. Nevertheless, even though Mexico has been eligible
for GSP for several years, many Mexican exporters have failed to take advantage of the duty-free
privileges. According to the government's foreign trade bank (Banco Nacional de Comercio Exterior,
BANCOMEXT), as many as 60% of the products eligible under the GSP during 1992 actually paid a
US import tariff because exporters simply failed to apply for the duty-free status. This is an increase
from 1991, when Mexican exporters failed to take advantage of 47% of duty-free market access
opportunities available under GSP (for further details see SourceMex, 08/13/92). The report said
exporters in certain Mexican economic sectors such as wood, animal and vegetable fat, and hides
and leather appeared to be taking better advantage of GSP privileges. On the other hand, exporters
of chemical and paper products are missing opportunities to ship the products to the US duty-free.
(Sources: La Jornada, 05/09/93; El Financiero International, 05/17/93)
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